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Thank you for your letter of April 23, 1990. The

Board of Ethics has concluded 'its investiqation

into the post-employment activities of INDNIDUAL A
» which investigation was initiated at your

request. This response is deemed the opinion of
the Board.
The relevant facts which the Board considered in
this case are as follows: INDIVIDUAL A was
employed with DEPARTMENT M |
from _ until
the capacity of Positrion Q

and from W 2
as vosiTion R

L]

By court order,
was given possession of the property.
Pursuant to a 1987 agreement between

CORPORATION W , owned by 1INPIVIDUALS B {0

title to was given to the
PART NERSHIP X , for which

Corropanon W s general partner.
Rehabilitation began on the property as a
cooperative housing project. B¢ ¢ ;.= obtained

numerous governmental loans and tdx ¢redits for
this rehabilitation. A _Rental
Rehabilitation Loan was given by the City of

Chicago for the cooperative project at an interest

rate of 3 percent. While employed in your
department, :anmuauab was actively involved in
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the SELFRVERTY T DI project. This involvement related
not only to the terms of the City loan itself, but also to the
structure of the housing project as a cooperative, to which that
After his employment with the City was terminated.
accepted a consultant position with <eRPeRanenw

'to assist it in refinancing _the PRovesty J ]
ith YPNDVIDUAL A's assistance, YcorrorATioN W now
wishes to conve : goperative into a low-income housing

L th
rental project. {mowouti A net vith G

activities with the CHA were aimed at converting
the structure of the housing project from a cooperative to a low-
income housing rental property, which clearly would not have
qualified for the 3% interest Rental Rehabilitation Loan the City
made for this project. If the project now was to be converted

into a rental property, a market-rate interest 1loan would be
necessary to finance it.

[ | mm\ltwﬁ-‘iiy was notified of the rd of i

by certified letterM. we received
letters from § INDIVIDUAL A whic e denied having any involve-
ment with the Y proreryy T project on behalf of tsrroranon w
ot preparing a Transfer of Physical

pplica n to HUD, and providing "technical assistance on
matters related to the Chicago Housing Authority."” He denied
having contract management authority in matters involving the

housing proje 8 City employment, and he denied
representing ORPrATION W in any business transaction
involving the City during the rst year following the termina-
tion of his City employment. However, he did not respond to any
of the specific allegatigons included in the Board's letter.
Therefore, the Board sent)iNDMVIDUVAL A a second letter clarifying
its concerns and inviting him to provide further information. To
date, no reply has been received EromﬂmmmA..

‘g investigation

Further discussions with Corporation Counsel, your department,
and the Chicago Housing Authority failed to substantiate -

1mbwlDuALAl claims:

(1) Corporation Cou as well as your department,
insisted that € ,opvinva. A l did have contract management
authority over the housing project as a whole, including the
Rental Rehabilitation loan for the project in that: (A) He
was personally and substantially involved in structuring the
cooperative project to be eligible for the 3% interest City
loan; (B) he was personally involved in negotiating the
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terms of the loan itself; (C) resented the Chicago
4 DEPT. ™ R e R LR R TRy and (D) he
supervised the performance of the rehabilitation after the
loan had been made.

he rej

(2) Law Department attorneys and a Chicago Housing Authority
spokesperson_confirmed that, after his City employment was
terminated, INDIVIDUAL A met with the CHA in an effort to

They also confirmed that such transactions
are aimed at converting the structure of the housing project
from a cooperative to a rental property, which necessarily

would require renegotiating the terms of the loan made by
the City.

The issues which this case presented to the Board were:

| INDIVIDUAL A involvement with the @
project during his City employment constitute
"contract management authority" as defined in the Ethics Or-

dinance, thus rendering him subject to the permanent prohibition
of the Post-Employment provision (Section 26.2-10)7?

(2) Given that the proposed conversion of the structure of
the housing project from a cooperative to a rental property wqul

 require renegotiation of the terms of the City loan, does
INDIVIDVAL A’i effort toward this conversion constitute a "business
ransaction involving the City"?

3) Does TiNnDIVIDUAL A assistance to <%% on
the Ypaorery T project violate Section 26.2- ics

Ordinance

APPLICATION OF THE ETHICS ORDINANCE: Section 26.2-10(b) of the
Ordinance states:

No former official or employee shall, for a period of one
year after the termination of the official's or employee's
term of office or employment, assist or represent any person
in any business transaction involving the City or any of its
agencies, if the official or employee participated personal-
ly and substantially in the subject matter of the transac-
tion during his term of office or employment; provided, that
if the official or employee exercised contract management
authority with respect to a contract this prohibition shall
be permanent as to that contract.
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Section 26.2-1(g) defines "contract management authority" as:

"personal involvement in or direct supervisory
responsibility for the formulation or execution of a City
contract, including without limitation the preparation of
specifications, evaluation of bids or proposals, negotiation
of contract terms or supervision of performance.®

According to these sections, a former City official is subject to
two restrictions on his employment after leaving City service: a
one-year prohibition and a permanent prohibition,

1. The One-Year Prohibition: a former City official is
prohibited for one year after leaving City service from

assisting or representing any person in any business
transaction involving the City if:

A. The transaction involves a subject matter or area of

City business in which the person participated as a
City official; and

B. The person's participation in this subject matter or
area was personal and substantial.

II. The Permanent Prohibition: in regard to these same
activities, a former City official is prohibited permanently from
assisting or representing someone in a business transaction
involving the City if:

A. The transaction is a contract; and
B. The person exercised "contract management authority" as

defined above, with respect to this particular contract
while acting as a City official.

ANALYSIS: (1) As set forth abov the City made the 3% interest
Rental Rehabilitation Loan to ‘coRporArion we
r department,

Fﬂgcording to Corporation Counsel and you
NDIVIDUAL A% participation in -—E@H housing projec
ncluded: (A) his personal and substantial involvement in the
structuring of the housing project to qualify for that City loan;
(B) his personal involvement in the negotiation of the terms of
the 1loan itself; (C) the execution of the loan; and (D)
supervision of performance after the loan was made. According to
the Ethics Ordinance, this involvement with the housing project
clearly constitutes "contract management authority," rendering
him subject to the permanent prohibition of Section 26.2-10.
This section permanently prohibits him from assisting or
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representing any person in any business transactions involving
the structure of, or City financing of, the 'PRorerry
e project.

(2) Given that ‘]MDMDUALA'S. transactions with the CHA, which
were aimed at converting the structure of the housing project
from a cooperative to a rental property, necessarily would
require the renegotiation of the terms of the City loan, his
effort toward this conversion does constitute a "business

transaction involving the City," according to Section 26.2-10(b)
of the Ethics Ordinance. _

{3) After his City employment was terminated, "E’WWALA. began
assisting '{OoRPoRATION W in the restructuring of the same
projec over which he exerted contract managment

authority during his City employment. That assistance involves
changing (A) the nature of the project to which the City Rental
Rehabilitation Loan applied, and (B) the terms of the City loan
itself. Therefore, mnmnuAr..A! is in violation of the permanent
prohibition of Section 26.2- )e

CONCLUSION: According to the facts as they have been presented
to us, it is clear that, in his present consulting position for
CORPORATION W il INDIVIDUAL A is engaged in assisting the
AporptioN W IN FestrOCCUr he project over which he had
contract management authority during his City employment. That
restructuring would change the cooperative housing project, for
which the City made its loan, into a rental property controlled
by CorPorATION W . which also would necessitate changing the

terms of the loan which the City made to the developers under-
INDIVIDVAL n'ls supervision,

It is therefore the opinion of the Board that:

(1) YWnhvioua Ay B8 involvement in the PRoFerTY T - project
while employed with the City is considere o constitute
"contract management authority," rendering him subject to

the permanent prohibition of the Post-Employment provision
of the Ordinance;

(2) WNDVIDVAL A involvement since leaving the City's
employ in the attempt to convert the housing project from a
cooperative into a rental property is considered "assisting"
CorPorRATION W in a "business transaction involving the
City" because it would necessitate renegotiating the terms
of the City loan over which he exerted contract management
authority in his City employment; and
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(3) 1!”91V'DV*L4‘SH consulting work for Icoreeranonw JEREHTINER
involving the restructuring of the il Proveery T  [(HSSNEEEI i
project is in violation of the permanent prohibition of the
Post-Employment provision (Section 26.2-10) of the Ethics

Ordinance.
A letter has been sent tow advising him ¢to
immediately sto 11 activities involving the restructuring of
the foporermy T project, and to refrain from engaging at any

time 1n the rTuture in any assistance to, or representation of,
any person in any business transaction involving the structure of
the housing project for which the City loan was made, or
involving that City financing itself. A copy of this letter is
enclosed.

The Board also has recommended to Corporation Counsel that if
INONIDUAL A} continues to violate the Ordinance, appropriate 1lega
action should be pursued by the Law Department.

Thank you very much for your assistance in this matter. If you
have any questions, please contact the staff of the Board of
Ethics at 744-9660.

jg3/t1:90026.L3

cc: Kelly R. Welsh, Corporation Counsel
Department of Law
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